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Qath or Afﬁnnation

\, 'nmothy J. Bam, swear {or affirm) that, to the best of my knowledge and behef the accompanying
financial statements.and supporting schedules pertaining to the firm of Investment Group, |
LLC, as'of Dacember 31, 2004, are true-and correct. j,,

Signature

Fingncial Operations Principal
_ Title

Subscribed anid swomn to before me this

28th 7 of February, 2005 '
(’ M é/%—ﬂ&b Gy, OFFICIAL SEAL

{ . Notary Public Noiery Public  North Carolina

MECKLENBURG COUNTY
Culerd YVETTE L. FULLER

My Commissm Explras September 22, 2007.

oy

This report * contains (check all applicable boxes): -
X (a | Facfng ﬁage.

X _-(b)- ‘Statémént of Finiancial Condition.
X (e Statement of Income.
_X_ (d) Statement of Cash Fiows.
_X_ (& Smterﬁent of Cﬁanges In Member's Equity.
— M Statement of Changes In Liabilties Subordinated to Claims of General Credftors.
X | (@) Corﬁputaﬁon df Net Capital for Brokers and Deaiers pursuant to Rule 15¢3-1.
—— (h)  Computation for Determination of Reserve Reguirements pursuant to Rule 15¢3-3.

. Information Relating to the Possession or Centrol Requirements for Brokers and Dealers
" under Rule 15¢3-3,

_; . {j)' - A reconciligtion, including appropriate explanation, of the Computation of Net Capital under
"~ Rule 15¢3-1 and the Computation for Determination of the Reserve Regquirements under
Exhibit A of Rule 15¢3-3.

(k) .A reconciliztion between the audited and unaudited Consolidated Statements of Financial
Condition with. respect to methads of consolidation,

_X_ (1 Anoathorafiinnation.
(m)  Acopyof thé SIPC supplemental report,

() Areport describing any material inadequacies found to exist or found o have existed since
the date of the previous audit.

X _ (o) Vlnde‘p‘vendent Auditors” Report on Intemal Accounting Cantrol.

____(p)’ Schedule of segregation requirements and funds in segregation — customers’ regulated
! comr_nodity futures account pursyant fo Rule 171-5.

* Fer conditions of confidential treatment of certain port/ons of this filing, see Section
- 240: 1755[9){3)
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SYNERGY INVESTMENT GROUP, LLC
(A Limited Liability Company)

REPORT ON AUDITED FINANCIAL STATEMENTS
AND SUPPLEMENTARY INFORMATION

As ofand for the year ended:
December 31, 2004
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. Securities and Exchange Commission

Washington, D.C. 20548

Annual Audit Report
For the year January 1, 2004 to December 31, 2004

Synergy Investment Group, LLC
(Name of Respondent) '
1660 Dale Eamhardt Boulevard
Kannapalis, North Carolina 28083
(Address of Principal Executive Officer)

Timothy J. Bain

Synergy Investment Group, LLC
1660 Dale Eamhardt Boulevard
Kannapolis, North Carolina 28083

(Name and address of person authorized to receive
notices and communications from the Securities
and Exchange Commission)
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REPORT OF INDEPENDENT AUDITORS

The Managerand Meimber
Synergy lnves!ment Group, LLC

 We have aud;ted fhe accompanying statement of financial condition of Synergy Investment Group,
LLC as of December 31, 2004, and the related statements of income, changes in member's equity and cash
flaws for the year then ended pursuant to Rute 17a-5 under the Securities Exchange Act of 1834, These
financial statements are the responsibility of the Company’s management. Our responsibility is fo express an
opimon on ﬁese-ﬁnanc;al statements based on our audit,

We conducted our audit in accordance with U.S. generally accepted auditing standards. Those
standards srequire that we plan and perform the audit to obtzin reasonable assurance about whether the
financial statements. are free of material misstatement. An audit inciudes examining, on a test basis,
evidence supperting the amounts and disciosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonabie
basis for our opinion. .

In cﬁr cptﬁlcn Phe fimancial statements referred to above presant fairly, in 2l materfal respects, the
financial position of Synergy Investment Group, LLC as of December 31, 2004 and the results of its
operations and cash flows for the year then ended in conformity with U.S. generally accepted aceounting
principles.

Our audit was conducted for the purpose of fonmng an opinien on the basic ﬁnancsal staternents
taken as a whole. The information contained in Schedule | is presented for purpose of additional analysis
amd is not arequired part of the basic financial staterments but is supplementary information required by Rule
17a-5 under the Securties Exchange Act of 1934, Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our apinion, is fairly stated in all
material respects in.relation to the basic fihancial sistements teken as a whole,

February 18; 2005
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SYNERGY INVESTMENT GROUP, LLC
. STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2004
ASSETS
ASSETS
Cash and cash equivaients 8 310,558
Deposits with clearing organizations and others 154,744
_Receivables fromn dearing organizations 379,679
Receivables from brokerdealers, net of alowance
for uncollectible accounts of 365,000 128,068
Other receivables - 4,000
Regeivable from related parties 104,486
Prepaid expenses 38474
Fumiture, equipment and leasehold improvements, net
of accumulated depreciation 7,723
Total assets $__1120.733
LIABILITIES AND MEMBER’S EQUITY
LIABILITIES |
Payables to broker-dealers g 423,718
Accounts payable, accrued expenses and other liabilities 99,268
Total fiabilties 528,986
MEMBER'S EQUITY £00.747
Total lizbilities and member’s equity $._1129.733

" The accompanying notes are an integral part of these financial statements,

2=
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SYNERGY INVESTMENT GROUP, LLC
STATEMENT OF INCOME
For the year ended December 31, 2004

REVENUE

Commission.and related income ' ] 9,148,828
Invastment advisory fees ' 101141
Total revenue ' ___ 9,250,067

OPERATING EXPENSES _ _
Commission, employee compensation and benefits _ 7,028,157
. Clearing and execution 981,568
Professional fess : 581,400
Bad debt - , 143,233
License and registration 126,904
Insuranca” 125,646
Advertising and prometion B 80,389
Other expenses - 76,758
Rentand occupancy ' 57,683
Telephone and communications : . 10,748
Depreciation . : . 7,965
Office expense 4,921
Total operating expenses ' 9235378
Netincome . ' F 14,683

Thej'accompanying notes are an integra! part of these financial statements.

-3-
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SYNERGY INVESTMENT GROUP, LLC
STATEMENT OF CHANGES IN MEMBER'S EQUITY -
For the year ended December 31, 2004

MEMBER'S EQUI.‘T’Y. BEGINNING OF YEAR o $ 586,058
Net incom'é : . ‘ 14,688
'MEMBER'S EQUITY; END OF YEAR ' | S____ 600747

Theéc_companying notes are an integral part of these financial statements.

-
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SYNERGY IRVESTMENT GROUP, LLC
STATEMENT OF CASH FLOWS
For the year ended December 34, 2004

y

CASH FLOW FROM OPERATING ACTIVITIES

Net income : , $ 14,689
Adjustments ta reconcile netincome to net cash provided
by.operating activities - '
Depreciafion and amortization 7.965
Loss on disposal 1,298
Increase in deposits with clearing organizations ( 16,811 )
Increase in receivables from clearing organizations ( 128,781 )
" Increase in other receivables { 24,438 )
Increase in prepaid expenses ( 9,737 )
Decregse in receivable from related parties 72,674
increzase in payables 239,085
Net cash provided by operating activities 155,824
CASHFLOW FROM INVESTING ACTIVITIES
Purchase of furniture and equipment , (—2.858)
© Net cash used for invesﬁng activiies S | 28% )
Increaseincash 152,970
CASH, BEGINNING OF YEAR . ___ 157889

 CASH, END OF YEAR o $____ 310859

" The gccompanying notes are an integral part of these financial statements.

5.
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SYNERGY INVESTMENT GROUP, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE 1~ ORGANIZATi'ON'AND NATURE OF BUSINESS -

Synergy Investmefit Group. LLC (Company) is registered as a broker-dealer with the Securities and Exchange

Commission (SEC) and is a member of the National Assaciation of Securities Dealers, Inc. (NASD).
Company was-formed an June 24, 1998 as a North Carelina Limited Liability Cormpany and received its broker-
dealer status June. 25, 1999, - As a limited liabllity company, members have limited fability for cerfain acts. The
Company’s charter wil terminate in the year 2095, The Company has offices in the southeastem United States
and throughout other areas in the United States. The Company's primary source of revenue is derived from
providmg brokerage services and electronic trading facifities to customers who are predominantly middle and
upper income individuals and small and middle-market businesses, The Company clears all of its customer
ransactions mrough cther broker-dealers on a fully disciosed basis,

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING FOUCIES

Cash and Cash Equwalents

The Company considers highly liguid invesiments with original maturities of Jess than ninety days o be msh
equivalents. At December 34, 2004, $154,744 of the Company's cash balance was on deposit at a dearing
~ broker and was therefore restricted. This amount is not considered a cash equivalent.

Securities Transactons

Sewrfﬁes‘u'a‘ns,écﬁohs, commission revenue and commission expenses are recorded on 3 trade-date basis.
Unrealized gains and losses on securities transactions, f any, are included in riskiess principal transactions in
the statemant of opgrations. Marketable securities sre recordad at markst value.

Recsivables ‘frum',B_rokers' or Dagjers

Receivables from brokers or dealers are reported at the amount management expects to collect on balances
outstanding at year-end. Management closely monitors cutstanding balances and writes off all balances
when amourrs are deemed uncollectible.

Furniture, Equ.pmentand Leasehold Improvements

Furmniture and equxpment is recorded at cost Minor addiions and repewals are expensed in the year
incurred, . Major additions and renewals are capitalized and depreciated using the straightdine method over
the estimated. useful lives of the related assets, which range from three to forty years. Leasehold
improvements are amortized over the lesser of their economic useful lives or the expacted term of the related
lease.

Commissions

Commissions and related clearing expenses are recorded on a trade-date basis as securifies transactions
occur.

~ Investment Advisory Income

Investment advisory fees are received in advance on 3 quarterly basis but are recognized as eamed,

-6-
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SYNERGY INVESTMENT GROUP, LLC
NOTES TO FINANCIAL STATEMENTS

NU. 439

P,

NOTE 2 -SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued
Use of Estimates

The preparation of the financial statements in conformity with U.S. generally accepted accounting principles
requires managemesnt to make estimates and assumptions that affect the reported amounts of assets and
liabiliies and-disclosure of contingent assefs and liabilities at the date of the financial statements and reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those

estimates.

NOTE3 - FUR‘NITURE,l EQUIPMENT AND LEASEHOLD IMPROVEMENTS

Furniture, equipment and lsasshold iiprovements consisted of the following at December 31, 2004:

Computer and office equipment S
Computer software

Furniture and fixtures

Leasehold improvements

Less: Accumulated depreciation — 74172

S__L723

Depreciation for the'year ended Decamber 31, 2004 was $7,355.

NOTE 4~ INCUME TAXES

The Company. as a fimited fiability company under the Intemal Revenue Code and applicable state statutes,
has elected to be treated as a partnership for income tax purposes. Any income or loss of the Company flows
through to the member to be taxed at the member's respective rates. Accordingly, no provision has been
made for federal or state income taxes in the accompanying financial statements.

NOTE 5 - RELATED PARTY TRANSACTIONS

During the year ended December 31, 2004, the Company paid appro:amately $80,000 for certsin employee-

related costs and other operational costs of related parties.

During 2004, the Company's managing member paid rent totaling 357,689 for the benefit of Synergy Investment
Group, LLC, of which approximately $18,000 was paid directly to a related party of the Company.

The Cbmpany paid a management fee of $394,500 to its ménaging member during 2004.

During the yaar ended December 31, 2004, the Company wrote-off approximatety 569,000 of receivables dus
from related parties. At December 31, 2004, receivables from related parties amounted to $104,486, of which
$97.474 was due from the Company’s managing member and $7,012 from its affiliated companies.

7~
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SYNERGY INVESTMENT GROUP, LLC
'NOTES TO FINANCIAL STATEMENTS

NOTE 6 - CONTINGENCIES AND COMMITMENTS

Manégement:has fu‘nded the operations of the Company primarily from capital provided by the parent company.
Ongoing operations of the Company are contingent upon the parent companys ability to maintain this equity
infusien.

In some instances, the Company can be held lizble for trades that have not been cosed by certain company
representatives. However, management believes the likelihosd of such an occurrence is remote and aceordingly,
no provisian has been recorded in these finandial statements.

The Company s a defendant in Jawsuits incidental to {ts securities business. Management of the Company, after
consultation with cutside legal counsel, believes that except for the following, the resolution of these lawsuits will
nat have a materigl adverse effect on the Company’s financial position. The Company is defendant in & legal
proceeding subject to arbitration by the NASD. An actrual of $50,000 has been included in the financial
statements based upan management's estimate of the sutcame of this matter.

NOTE 7 - CONCENTRATIONS OF CREDIT RISK

The Company does not camy accounts for customers or perform custodial functions related to customers’
securities: The Company introduces all of its customer transactions, which are not reflected in these financial
statements, to its clearing broker, who maintains the customer accounts and clears the customer transactions.
- Additionally, this clearing broker provides the clearing and depositery operations for the Companys proprietary
securitiss transactions. Thess activities may exposa the Company to off-balance-sheet risk in the event that the
customners do not fuffill their obligations with the clearing broker, as the Company has agreed to indemnify the
clearing broker for any resulting losses.

The Company performs ongeing credit evaluations of its customers' finandal condition as part of the lending
process. No single customer accounts for greater than one percent of total revenue. ,

The Company’s cash consists primarily of funds in money market accounts and time depasits. At ceriain imes
the Company has cash balances in excess of federally insured limits. Concentration of credit risk with respect to
cash is limited due o the fact the Company restricts investing cash to only highly rated financial institutions.

NOTE 8- RETIREMENT PLAN

The Company implemented a Simple IRA Plan for the benefit of its employees The Plan requires the
Company to make a ‘matching conlribution equal fo the salary reduction confribution of each eligible
employee, Up 10 a maximum of three percent of the eligible empioyee’s compensation. The Company
comnbuted appmmmately 520 300 to the Plan for the year ended Dacember 31, 2004.

NOTE 10 - FUNDlNG ﬁFROM‘PARENT COMPANY

The Comipany is'wholly owned by Vision Trek, LLC. Vision Trek, LLC has attracted investmént capital to fund
company operations, During the year ended December 31, 2004, no funding was received.
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'SYNERGY INVESTMENT GROUP, LLC
- NOTES TO FINANCIAL STATEMENTS

NOTE 11 - NET CAPITAL REQUIREMENT

As a registered 5rbk’er-dealer, the Company is subject 1o the Securities and: Exchange Commission Uniform Net
Capital Rule 15¢3-1, which requires the muintenance of minimum net capital and requires that the rtio of
aggregate indebtedness to net capital (both as defined) notexceed 1510 1. -

At Dece'mberf 31, 2004, the Company had net capital (as defined) of $315,996, which exceeded the minimum net

capital requirements by $280,730. The Company's retio of aggregate indebtedness to net capital was 1.67 to 1 at
Dacember 31, 2004, ‘

-8-
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SUPPLEMENTARY INFORMATION

PURSUANT TOC RULE 17a-5 OF THE
SECURITIES EXCHANGE ACT OF 1334

As of December 31, 2004

NV, 436

k.
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SYNERGY INVESTMENT GROUP, LLC
SCHEDULE I - COMPUTATION OF NET CAPITAL UN

N, 459 F.

DER

RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

As of December 31, 2004

NetCapital = .
Tetal member's equity
Deductions and/er charges:
Nopaliowable assets:
'Receivables from related parties
.Furiturg, equipment and leasehald 1mpruvemenls nat
Other assets

Net capital

Aggregate Indebtadness
tems included in the Statemant of financial conditien:
Payables to broker-gealers
Actounts payable accruad expenses and other fiabilites

A\gg_regate indebtedness
Computation of Basic Net Capital Requirements
6-2/3% of aggregate indebtedness
Minimum Net Capital Requirement
Net Capital Réqu&gmgnt
Excess Net Capital
Percentage of Aggregate Indebtedness to Net Capital
Excess Net Capital at 1060%
Raconcallatnon with Cornpany 's Computation (included.in Pan it
of Form X-17A-5 as of December 31, 2004)
Net capital as reported in Company's Part li (unaudited) FOCUS Report
Audit adjustments related to cash
‘Audit 2djustments to reduce payables
Audit adjustrnents related to fumiture, equipment and leaseho)d
lmpravements .
Difference due to offsetling fiability actounts against related asset accounts
. Other audit adjustments

Net czpital per above

3 600,747

( 104,486 )
( 7,723 )
( 172,542 )

33159096

$ 428,718

99,268

3 28,986

S____ 35266

® 30000

S____ 35268

§ 200730
167 %

$ 263.057

$ 360,222

10,598
6,587

( 3,845 )
{ 37,842 )

(—_18.804)

$ 315998
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IND'EPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING
CONTROL REQUIRED BY SEC RULE 17a-5

The Manager and Member
Synergy Investment Group, LLC

In planning ‘and performing our audit of the financial statements and supplemental schedule of
Synergy IAvestment Group, LLC (the Company”), for the year ended December 31, 2004, we considered its
internal control, including control activities for safeguardmg secyrities, in order to determine our auditing
precedures for the purpose of expressing our opitien on the financial s’atements and not to provide
assurance oh intemal confrol. :

_ Also, as oequired by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company, including tests of such practices
and procedures that we considered relevant to the criteria stated in Rule 172-5(g) in making the periodic
computations ‘of aggregata indebtedness (or aggregate debits) and net capital under Rule 172-3(a)(11) and
for determining compliance with the exemptive provisions of Rule 15¢3.3. Because the Company does not
camy securities accounts for customers or perfonm custodial functions relating to customer securities, we did
not review the practices and procedures followed by the Company in any of the following: '

1. Mékjng quarterly securities examingtions, counts, verifications and comparisons;
‘2. Recorgation of diffarences required by Rule 172-13; and

3. Complylng with the reguirements for prompt payment for securities under Section 8 of Federal
' Reserix"e Regulaticm T of the Board of Govemors of the Federal Resefve System.

The management of the Company is responsible for establishing and maintaining mternal control
and the practices and procedures referrad to in the preceding paragraph. In fulfilling this responsibiltty,
‘estimates and judgments by management are reqmredto assess the expected benefits and related costs of
controls.and of the practices and procedures referred to in the precading paragraph and to assess whether
thoss practices and procedures can be expected to achieve the SEC’s above-menticned objectives. Two of
the objectives of 'intemal control and the practices ‘and procedures are to provide management with
reasonable, but not absolute, assurance that assets for which the Company has respansibility are
safeguarded agalnst loss from unauthorized use or disposition and that transactions are executed in
gccordance with management’s authorzation and recorded property to- permit the preparation of financial
staterments in'accordance with U.S. generally accepted accounting principles, Rule 17a3-5(g) fists additional
criteria of the pracﬁces and procedures fisted in the precading paragraph.

Because of inherent limitations in any intema! contref or the praclices and procedures referred to
above, misstatemerts due to ermors or fraud may occur and not be detected. Also, projections of any
evaluation of infernal comtrol to future perieds are subject to the risk that intemal control may become
inadequate because of changes in conditians, or that zhe effectiveness of its de5|gn and operation may
dateriorate.

11-
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Our consideration of internal control would not neoessanly disclose all matters in internal control
that might be matefial weaknesses under standards established by the American Institute of Certified Public
Accountants.. A material weakness is a condition in which the design or operation of one or more of the
spedific internal control components does not reduce {o a relatively low level the risk that errors or fraud in
amounts that would be materigl in relstion to the financial stetements being audited may occur and net be
detected within a timely pericd by employees in the normal course of performing their assigned functions.
However, we noted no matters invoiving internal control, including procedures for safeguarding securitiss,
that we consider to be matenal weaknesses as defined above.

We understand that practices and procedures that meet the criteria referred to in the second

paragraph of this report are considered by the SEC to be adeguate for its purpeses in accordance with the

- Securifies Exchange Act of 1934 and related regulations, and that practices and procedures that do not

accomplish such objéctives in all material respects indicate a material inadequacy for such purposes, Based

on this understanding and on our study, we believe that the Company's practices and procedures wera
adequate at December 31, 2004 to meet the SEC's objectives.

This report Is intended solely for the information and use of the managing member, management,
the SEC, the NASD and other regulatory agencies that rely an Rule 173-5[9) under the Securities Exchange

Act of 1934 in their regulation of registered brokers and dealers, and is net mtended to be and should not be
used by anyone ather than these specified parties.

Fautln ;Q-J T hempory, P A

February 18, 2005
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